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United States Direct Investments

THE United Stetes equity in diract investments in foreign
gountries nt the end of 1450 amounted to $11.8 billien, based
ont labulations of reports submitted in the Censnz of American
Diraet Investments in Foveipn Countries undertalien by the
Departiment of Commerce in 1851, This compores with o
valuation for such investmentz of 7.8 billion in 1943, 6.7
biltion nt the end of 1936, and $7.5 billion ol the end of 1929.

The 1930 census data were tabulated from returne of more
than 2,800 reporters covering more than 8,000 foreign organi-
zatione, The value of the Amerjcan investmenis is given a8
reflected on the books of the {oreign orgenizatione, converbed
into dollar= aceording to the exchange rates used by the
TTnited States purenl companics.  This is discuzsed in greater
doteil in the technical notes appanded.  The hook values of
thesa propertios are generally much lower than either of two
alternative methods of raluntion—momket vnlue or reploce-
menkt volue—wonld bhave been in reccnt Howaver,
thiera is no practical way to obtain either of the other valun-
tions, since necessary datn sre nob avnilable,

A principal fenture of book values is that fised nesats appent
at their deprecisted originnl cost, which in tha appregata 15
much less than their replacemant cost o4 present price levels,

Market values connot ba established for mosl foreign
investments because there is no apen markes for such aggre-
gotes of plent and equipment. The subsiitute of uaing
current quotationa of prices of publicly traded security issucs
a8 o yardsticl for valuation 18 not available either, since
most foreign enterprises are owned either entiroly by their
parcnt eempanien, or jeintly with foreige comprnies.

Investments in Wesiern Hemisphere predominant

For the period 1820 to 1050, covered in toble 1, United
States direct investiments in the Western Hemisphers con-
sistently secounted for about 7O pereent of all divect invest-
ments abrond. i o

The preponderance of Americen direct Investments in this
aren telocts the development of nearby sources of rew mole-
rinls for use in tha expanding sconomy of the United States,
and aleg the Americen participation in the industrisl develop-
ment of countrics ruch ns Conada, Venezucla, and Brazil,
which have been growing at o comperatively rmpid rate.

Direct investments in the Letin American republics in-
croased by more than two-thisds from 1943 to 1950 and
nceounted for almasé 40 percent of the total ot the and of
1950. Investments in these countries in the petroleum and
manufacturing industries mere than doublad in the sevan-
yeor period and accounted for $1.3 billion of the total increasa
of $2.0 billion. ] ]

In Canadn, direct inveastmenta inereased by 50 percant
from 1843 to 1950, mainly in manufacturing enterprises nod,
0 a lesgser extont, in pefroleum. Much of this incrense was
based o the reinvested earnings of the very large investments
alrzady establisked in Cenada in 1643, '

Although there was very little change in the veloation of
diveet investmonts in Westarn Europe betweesn 1942 and 1950
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Tobla 1.—¥alne of United States direct investments in fnrt:llgn

countrics, by coontry and type of thdnatry for 16D, and ecantry totols

943, 1936, and 1920
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counirfes.

This arifcle gives tha Frod buisicne made in Uw Congus of American Diract Investmends in Fareige
Counirien, eanducied by the Oflce o Boslhesy Econsmics. Complele dabulationa of the dofa will be
published in » bullstim, ioeluding sueh informalien 43 el asneis and lablliles, ineotan, caplial moves
menis, reinvested oarnlngs, and Farelgn income laxen paid.

These are the ficst comprofanalve sisllallen eolleeted in thig dald since {he T2 cengws condusted by

«he Treasary Department, and provide a mweh-resdsd new hemchmrk for current satimentes of the value
of dirett Iovesimenis skroad as well g for related eeme amd coplizl movemenis. Some of Lhe waw
Infarmation, parlleuintdy the mors detsilad dete for imdividoal ceunirles ard Indostrial subdivisions, will be
espedally upelul in gindfles related o ths role of private foreign Inveatments in the development of Forsign

£a showy in table 1, there were net capilal outflows from the
United Statea and reinvested aarninge of over $600 million
in this period which were offset mainly the effects of
curreney devaluntions and war lossca. vestmenta in
France and the United Kingdom inc¢tensed in value by ovar
3400 million, and the incrense would appear larger were it
nwot for the depreciation of the dollar valie of amets as o
resuls of currency devaluntions. Thus, . apite of the
uncertointies in the European economic situation, Americon
direct investments in the two prineipal countrica of thet
ares have increased proportionately as much as in tha rest
of the world as o whola. A substantinl nmount of this
postwar investment in Europe has been in menufacturing
and petroleum refineries, which helped to reduce Europe'z
derand for dellur exch .

Investinents in the Persinn Gulf ares inerensed by nenrly
3700 million from 1843 to 1950, reflecting the developmant
of petroleum resourges, Other large increases oceurted in

the Union of Soucth Afrisa, Austrolia, Liberia, sod the-

Philippine Republic.
Investments spread to new countries

Although table 2 shows thot over 80 percont of total out-
standing investments in 1950 sre copcentrated in ralativaly
few countries, Amarican investmonts may be found in neady
oll parte of Ve werld, Furtharmore, & compoarison of the
figures for 1929 and 1980 indicate that thera was some change
in the ecountries abiracting United Steiee investmenta.
In the former yesr about 0 percent of the totnl investmenta
wera in 5 eountries: Dm:mfa, Cuba, Mexico, the United
Kingdom and Chile. By 1950 Brazil, Venezuels aud Srudi
Arabin ranked omong those with most investment.
Some of the smaller countries, while net in the gToup
as to totel investment, nevertheless showed a more than the
nverage rise. :

Manufacturing leads in foreign investments

Deﬂi}f the pestwar spurt in petroleum investmeonts, the
menufacturing industry mointeined its position 25 the most
importent single industry in the field of American direct
investments in foreign couniries. In saddition, much of the
investment in the petrolenm industry is in rgﬁnarim, which
are usually considered a magufpcturing eperation. )
Takle 3 on page 10 shows that most of the invesiment iu
manufaeturing hos gone to countries which were either well
developed indusin o wers malking ropid etrides in that
direction. This reflacts the fact that a major Cﬁr&requlmt-n
for the establishment for monuizctwing branches or sub-
sidiaries is a swiiciontly large market to permit the operntion
of fzeilities of an efficient size. In the ease of many countries,
notably in the British Commonweslth, there was also the
desive to preserve or enlarge markets which could not be

23132 —5e—3

. necazssry demond.

reached by goods exported from the United States because of
tariff barviers or exchangs restrictions.

In less-developed countries investments in manufacturing
appesr to follow the development of more basic rescurces,

ter tha latter hava raized incomes sufficiently to create the
investmenis in some of the major
countriss in Latin Amarics 28 well ns in the Philippinea and
soma 0f the British domindons are exmn}:]es of thiz process.

Apparently the relatively low coet of unskilled labor in
undeveloped countries is a less important foctor in attractic
American investmenta than a large market for finish
products and a supply of skilled or setm-skilled labor.

Table 3. =—=lnveatoment 1o apeclied cownteles, 1943 amd 1950

[ Nd30e o delars]

Cauntey 1080 1 | [oeremsr
- P ————————— R . N O ¥ 1, 188
Torabun Sl Arce Fis L3 L]
. o8l m Pihies
ay I 1) m -
D e I P M . 2 22w —-—nm - v s m sy mm i igrreee 2] 511 BZL
L PP P 2] 11 b )
Obile. ... [, v | -i1]
s k1 " s
o o) o 1n3
L 538 ] 1md
Undory of Eqath Al 40 Bt B0
FATLT TS i 1M B
Tiborind .. - () i B
Ehnippine RtgmiblB . e siarnin oot s ara e e a—————— 140 ) 4
Tada) for paclfnd cOMBITEM. .. o1 comnmssmamnsnrarrancereee| 038 | E 44E 4,0

1. Includes Baudl tenbha, Iradg, Tordati, Lébmagm, Syek, Ades, Baheabs, sl aid

1. Inerimzd r) oenlpdy Bbilpg pagitiarced cisdor toralge age sl oroel maioky b
bpldiorks ol Unkted Etatas Jﬁmpﬁw. iy by
Houpa: T, 8. Doporarent of Ooprimarne, Dillos of Bushwe Econaniis.

. 1 . .

One of the more importent rexulta of this new censns is the
breskdown of broad indus ui}' groupe into the majoy compo-
nant sub-groups; the lass informetion of this type was in the
pmvious-%gmmmﬁa survey of 1040 For manufae-
turing industry, teble 4 shows a rather even distribution of
investment in 1980 over & wide ronge of mamfoctured
products.

Total investment in manuvfacturing abroad chonged very
litle from 1929 to 1943, but from 1843 to 1950 it pemly
doubled. In 1920 investments in food processing, alectrieal
roachinery and paper and pulp producers recounted for 40
pareent of the meoufectunng total. In 1350 the share of
theas industries wns reduced to nbout 33 percent, although
ench had grown in total value.

Beiween 1029 and 1940 other industry grnuga such as
automotive products, chemienls, and primory no. fabwicated

L Amivkun Dewrt Tnvealmanis |o Foralpe Sopnirioe—I1040, United Siate Gypprnment
Priptlog CEe, Washingtan, L.
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metals ware growing in importance. Between 1940 nnd 1950
ther: wias an inoreass of approximately $2.0 hilliom in sll
manufacturing enterprises, and of this total the largest in-
crenses were in chemicals fﬁ-ﬁﬂﬂi million}, food products (3250
million}, machinery ($225 million), sutomotive produets
{%210 million), electrical equipment ($175 million), end
rubber products (5120 million). In addition, major invest-
ments were made in “other industries”, such as textiles,
building mnaterinls, sbrasives, photographic equipment,
leather, printing, precision equipment and tobaceo proaducts
which were not Important fields for investment prior to 1840,

Extractive indusiries show fastest growth

Aside from the development of foreign mmleta for prod-
usts manufactured by American companics, the seeond rinjor
stimulue to foreign investment has been the need 6o develop
new smirces of supply for raw materinls,

The greatly expanded output of Ainerican industry aa well
as the meressed requirements abroad has made it necessary to
look more and more toward foreign sources for certain raw
materials for which the United States was formerly a major
sourca of aupply. In particular the need for petroleum snd
its products hos tesulted in o largs increase in investments in
Venezuela and in the Persian Guif Avea. Along with thess
investments in raw magerinls production, there have been
additional investments in refining, processing and disénbu-
ting thess raw materiols.

Tahle 3 —Riso ln manuleeluring investmaonis in prinelpal
coun trios, 1 o 1930
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The mining and smelting and peirsleom industries, as
defined in thia Census, are nol, exclusively extruetive indus-
trice. Becnuse same of the major carporntions operating in
extractive industrice combing several stages of production,
transportation and distribution, the financial reports waed
in thie census do not permit & se tion of the veariows
activicies. A partial brealkdown of the investments in the
petroleum industry moy be obtained, however, l:&y aeparsting
the investments in thoze countries in which erude petroloum
i= not produced. At the end of 1850, the inveatments in the
latier countries amounted to $1.1 billion.

With these adjustments, the remaining United States
investments in mining and smelting and petrolevm inereasad
from $1.7 billion in 1343 to $3.4 billion in 1050. Of this
increase 88 peroemt was distributed among three sountries
and the Persinn Gulf Area.

Public utilities atiract less capital

Investment in public utilities and transportation, while
maintaining its third ranking position, showed an increnss of

Decembar 1HE

only §37 million over the 1943 figure. Almost 78 porcent of
the total investment in public utilities and tranaportntion at
the end of 1950 was located in Latin Americen counties, snd
20 pereent wos in Conade.
bout one-half of the investment in this indusiry was in

electric lighs, power and gas, about 10 percent in communica-
tions sbout 40 percent in transportation axclurlmﬁ
fneilities for the movement of betrolenm products. In o
these industrjal subdivisions about &5 nt wos invested in
the Western Hemisphere, In 1929, almost 00 percent was in
tha Western Hemisphere, .

Invegtents in public wtilitics in recent yenrs hnve been
deterred beenuse in mony forcign countries this industry has

Table #.—Valuwe of Uoited Siates drect jnyveptments o forcign
countries by ares and Indostry groaps, 19650
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hesome inereu.si:‘;Fly regarded ns 0 field for local private or
government development.  Also, in many countries rates of
return on these investmenis hove been low because of restrie-
tions imposed foreigtt governments, TFo a | extent
postwar nvestments in this field were finnneed through for-
eign loans from the Interneiionsl Bank ond the ri-
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Import Bank., Thus, United States capitnl is still instru-
mental in inereasing such investments, nlp tho nat mych ia
done through privete direct investments, In Enstern Eurcpe
snd China sueh invesumonts were scbuelly or virtu
confiscated end in o few other countries, such as Spain an
Argentinn, some properties were sold to local governments,

Subsidiaries predominate in manufacturing

The form of erganization most frequently adepied by
American corporsbions for their forcign operstions is the

Table S==Direct investments fn mlulngsund st )ting and
peirodeum,t 148 and 1940
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L Ad Lo orolude jwircloom investoints lo coandrfes In which orwdn pobogenm 1s

ot oo,
2. Ioobodos Botedi Avkbpy Dter, Jordany Lebaoom, 8xcin, Aden, Dohrein, Eowslt sod

2, meludengrleuiare,
Botreo: U B, Dvupartment of Commerss, Diloe of Buslness Eobsm]et,

joreign-incorporated subsidiary.
forsign organizations mgor
wers fnreiﬁn-incurpumte ent

Of the approximately 8,060
in the Census, sbhout 5,800
rises. In both Conadn ‘and
Western | o 90 perpent of the direct investment is in
subsidiaries; about 58 percent of the value of all foreign
enhsidiarios &and 64 percent of the number is in thess nreas,
The priveiple reason for the adoption of this form in thess
countrice 1 thot most of the invesiments are in manufsstur-
ing enterprizns, and loeel incorporation gives a degree of loenl
gonsumar acceptonce frequently witheld from foreign organi-
sations. There wre ather important rensons for incorpo-
rating abroad, including certuin sdventages with respect to
United States and foreign taxes. _ .

Direat brnnches of Ameriean companies are soncentrated in
industries producing raw maeterials destined to a large extent
for the Umited Statee morket. Two-thirds of the branch in-
vestmont ¥ in these industries. Thus, 40 poercent of the
rmount invested in Lotin American republics and the “ali
ather countiies” ores of table §, which dpm:lum meny of the
row materials imported .into the United Siates, ig in branch
operntions, and 75 percent of the investiments in these
bronches are in the petroleum, mining, and ngriculture
indugtries, .

About half the number of sll bronches established abroad
iz Jaceted in these arcns, but they nceount for about 8¢ per-

e:{l-mnclma. This i= because
the operations in these arens include the largest branch units,
such as oil compnmics, metal producers, and Iruit or sugne
plantations. .

In ather areea, & relotively amsll investment by brenches

of United States corporntiona is secounted for by 2 ralatively

e number of omits. This is veflected in on nverage size
of 224 millicn per branch in the Latin-Americnn Repuhlics,
and “all other countries™ arens, and an aversge gize of about
$0.5 million in the rest of the world. The establishment of
brapches in Canada sod Latin America is encournged by
provisions of the Unitad States tax laws which reduce the
tox Tates applicable to Westera Hemispheve Trnde Corporn-
tions, i, e., United States corporntions opernting cntirely
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gibhin the Western Hemizphara but outside of the United
tates,

Comparison with previous estimates

The new valuation of Americen direct investments gbroad
in 1950 is $1.7 billion lower than cytimades 1t tise up to now.
Thege eslimnates wera besad on the wartime Tressury census

‘and brought up to dete with anousl adjustments for esti-

mated enpatal movements end reinvested earnings. However,
there are many Toctos affecting the foraign bool: valuntions
of these investments which ¢ould not be measured accurstely
until reports based apon the books of the foreign enterprises
beeame prailoble. The censvs wns nocesgary to determine
these chonges, and the resuits indicate the nead for periodic
enumerations to permit the compilation of ourrent ata.
Major factors secounting for the downward revision of the
value of foreign Investments imclude the eliminotion, from

Tablo &.—~¥oloe of United Smtce diceot Invegtpaents iy foro
gounlrics, by area ond industry, and by foreign subsldi
and branchen, 1950
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the present census, of emberprises now within Communist
torritories (3300 million), the affacts of wor damagre in Ger-
meny, Ausirig, snd the Far East ($200 million) snd the
redustion in the dollar value of foreign antutfrisus resulting
from the develwation of the currencies of the countries in

{Comtinim? on page 18}
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propertion of establishments which falled to repert the date
of acquisition is rather lavge (12 percent), when thosc mogle
unit establishments which did roport are arrayed by aga of
firmg, the agreement with the business populntion date
prescnted hers for retnil wrade is striking.

The medinn nge of 1948 Census singla unit establishments
(2.6 ycors) ogrees with that found for the 1945 ratail business
population. Furthermore the two gumulative ape disteibu-
tiong wn very aimilar vp to the age of 4% yvears when the
business popuintion information hroaks off,

Age composition of firms sold or liquidated

Table T presenls, by indusiay division, the medion ages of
buginessea sold or liquideted. Comparison of these data
with the other median aga tables clamdy indicaies that the
avernge sge of firms sold or liguidated 13 much lower than
attaimed by new fims or than that of coneerns in operation.
This supporta the findings, discussed above, thet problems
i;!; survival are most formidable in eaclicr yesrs of business
ifo.

Survival patterns vs. age distributions

distributions of existing ixusinesses or of firms sold or
liguidated have sometimes been used to represent survivel
patierns of newly soquited businesses. It is of intereat,
thorefors, to sxaming the actunl reletionship batwesn survival
patterns and age distributions of () Dﬂamt-ing huzincsses
and (b) firms scld or liguidated. It can be shown thot only
under static eonditions—that ia, births aqualling deaths
over an extended period of timse, and the number of operni-
ing busingsess remaining conatant with raspest to both level
n.tﬁ ege distribution—will the tlistributions give a true
imﬁe of the swrvivel puttern of new firms,

The above conditions hnve not basn approsched excopt
possibly for rather Dbrief intervals of time. As may be
seen from the long-term growth of the business population,
buginess birtha havs, on the av , exceadad business

deaths. The postwar perikl wos choraekevized by very
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rapid growth in the number of operating businesses until
the mildle of 1948 whon the business population Jeveled
off. Howover, throughout the pevied, young firms ware
found to ba the most vulnerable, having death reéea con-
siderably in excess of older fiems,

The rclationship belween e survival potlesns of firms
actuired in 1944 and of ftns in operation December 31, 1851,
for all indysivies combined con Lo seen in the frat chnrt,
Thess partieular years wore chosen Lo allow showing cneh of
the distributions up to the maximom nge present dada pormit.
Tho use uui olhor years would mob nffect the pioture
8l ¥.

o cumulative age distiibution of fims in operetion
Decembor 21, 1951, oxceods the survival pabtern of firms
acquired in 1944 at all ages and bath thesa cdistributions
grceedl the comulative nge distribution ¢f firms sold or liguei-
datod during 1051 (nat shown in the ehart).  Considerable
arror woulﬁguhﬁousl}* be introduweed by subetituting any
ong of these distribulions for oue of the other two,

It is of interest that the relationship betweon the survival
petéorn and $he two ago disiributions found for nll indnstiies
combined i dupliented in only iwo of the major indus
divigions—finanae nnd the acrvica induetrica. In wholeasls
trade, the comulabive ago distribution of firmz in oporation
is not greatly diferent from the survivel pabtorn, hut both
axcecd the cumulative nge distribution of firms sold or ligui-
dated. The seme tendeney is a.pmmni:dpnrt.iﬂulml}r ab the
O s apes, in contract consbruation ond in fransporintion.
In the romsining mnjor industry divisions—rotail trade,
monufncturing and mini thouph tha survivel patterns
and the cumulative distrtbution of firms sold or liquidated
nenrly eoineide, the epmulabive nge distribution of firms in
operation far exceeds both.

he similaritios or tho differonces botweon the distribu-
tiong within the indusivies ean, of conrse, ba explainad
through vonsiderntion of such factorz as past potterns of
neamiaitions in the induséry together with the swrvivel
expericnce of newly required firms, and the recent rate of

U. 5. Direct Investments in Foreign Countries
{ Continuad from Prpe Ii)

which the% are located. This item can not be aecurntely
evalunted but may be well in excess of $500 million.

Other reductions have been made to sliminate certain
companies no longer aonsidered Unitad States divest invest-
monta, such ns Im‘uip[;n branches and zubsidiaries of anter-
pises meorpornted Lere bub owned by foreigners ($240
million) wnd foreign corporstions whose stock is widely held
in tha United States but without American-controlling par-
ticipation in manngement ($140 million),

inslly, certain items such as exploration losses and dople-
tion charges, which appear ns capital outllows in the balance
of payments, nre not included as copital investments in the
booics of the reporting companics; these itoms nmounted o
approximately $300 million by the and of 1950. To some
extent thess reductions in the former estimates were offsck
by investments muda sinee the war which wers not pravioosly
recovded, as well es vorious wpwnied adjuwstments on the
foreign books.
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creaged production sbroed, principally in Croada. The
cotéon carryover from the previous crop in other producing
countries was comparctively lmpe, and, as the new crop
became sveilable the pressure to dispose of cxcess stocks
inereased.

Thea decline in toboceo szles to the Vnited Kingdom moy
in part be attributed to import restrictions by that country,
but stocks which hed been acevmulated during the previous
season are avsinble to supplement the lower imporis.

Tha remainder of the decline in exports was distributed
among all major eommodity groups. The decline in cotton
textiles Blnwe-!l down, however, while exports of industrial
mochinery showed the fist major decline after nn upward
movement which hed continued for abous 2 years. The
prnernl decline affected cur exporis of finished manufaciures
o5 wiell aa voal, pefrolevm prodiets and industrinl chemicols
to nearly all countries, not only those whish tightened their
cxchange restrictions, )

The deckine in foreign domand coincided with n definita
weakaning in mgaﬁun{x:hy progsures in some ol the major
industrial couniries whick resulted in a slower rise in indus.
irial activity, and in some sountrics aven in o small decling,
The veduced strain upon productive facilities permiited 8
pse in tha portion of total demond which wos met from
within theso gountries, ;.‘hug at the same time provides the
opportunity & increasa their export eapacity,

R\D some extent inoreased mmpeﬁh%?lmf{um ohroad was
already felé by our export industry but o further intersifica-
tion may ba expeated 88 export cupacity abroad i expanded
and more fully utilized.

Progress in correcting imbalonces abroad

Although some Ameriean exporiers may liave besn af-
fected adversely, the progress in ﬂﬂushﬁg the imbolanes in
world trade again bocn resumed. o earlier improve-
mont raduced the need for Government nssistnncs, at lesst
to the relmtively well developod foreign countrics, and the
renewed Improvement will operate in the same divection.

Merchendise imports mmio the Tnited States remsined

crally a6 the high level renched early in the year. The
ﬁ?;ﬂum m value from the preceding quarter con largely be
aecounted for hy lower prices for mow materiols, such os
ruhber, and seme seasonnl decline in the volume of imports.
As long 2a domeatic business activity remaine st the current
h‘lgulgvu! major changes in imports pre untikely.
ice trensnciions contributed gonsiderably to the rising
strength in the foreign financinl position. '

Net transportation reccipts by the United States declined
to 370 million and were about 3104 million lesa than during
tha third quarter of 1051. Smaller exporis of conl and grain
on United States vessals and lower rotes for buik ehipments
were the main factors in the decline. .

Tourist expenditurcs nb their ssnsomal peak in the third
quarter were about 10 parcont higher than leet year. About
half of the rise accrued to Western Europe and the other holf

flighta %m t0 have been & major fector in stimulatiog
trevel to Ewrnapa.

Tha rise iz miscellaneous service expenditures by the
Grovarnment reflects both rising troop expenditures abrond as
well ne the first poyments of our ‘e in the ecost of con-
struction of “infro-atrpcture’” facilities for the armed {orces
of alt NATO countries. Militory exi[:_landiturcf_s shrond,
whethar for services or commodities, wre li t0 rize furtho
and li_:;_:mda increasing nmounts of dollar exc ange Lo foraign
cotntries,

Government aid and private investments lower

Economic aid to foreign countries declined somewhnt from
the extroordinary high lovel during the previous quarter.
Militory ald rose slightly,

Goveanment loons inglude an Export-Import bank advance
of $154 millian to Frence on ovders by our srmed forces for
militery equipment which ultima will be trnpaferred
under the military nid p .

Direct investments reesded from the unusnelly high rate
during the preceding quarter, which wos featured by large
secirity sames by Amevicen-controlled Crnndisn companice,
Tha decline of new jssnes sxpluins largely the decline in divect
investments in Canade, which nevertheless continued ab o
substanticl rate.

Smtaller ghipments of merchandise to Brazil, sl conse-
ﬂumtll},r sinaller advonces, were the mojor factors in the 1e-

uced capital outflow to Latin Ameriea,  This affected dieet
invesuments ne well as short-torm looans.

With respoct to portiolio capitel, the raversal from outflaw
during the socond quarter was in part due to a repatristion
of E:git.nl formerly investod in Canodian seevaities, ns men-
tho obove.  Alse, new issues of World Benk bonds were
oot Topenied until October.

The sharp change in capitel movements from tha ascond
t0 the third quarler should not be interpretod as an equally
marized change in basic tronde. Tf veprossnts s ghort tovm
renction to the far gronter than nverage copitol cutflow in
the precoding poriod.

Summary

The ovar-all balangs of payments situation reflects, there-
fore, the l'B].&ﬁ‘i"B]%' rising rote of business nctivity here and
some elackening of demand abroad. Buosically it ia this com-
bination of sconomic conditions which was regponsible for the
decline of the expovt surplus of this country, and conseguently
for the movenient of gold and dollar halanees in favor of
forcign countries. Tempovary circumsiances, however, hnve
considerably accontuated the change. During the lnst
raonths of this yoar these temporaty conditions can be ox-
pected 1o lose their forea o that tha export surplus may rise
sgain accumulation in forsign reseyves diminish,

ut such o changs should not be taken o2 an indieshion that
thetlg:aic improvements in internationgl transactions did not
continue.
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